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SECTION L. SUMMARY OF TRENDS AND DEVELOPMENTS

The Danish commitment te build tankers for the USSR under the t@rms
‘wf & 1946 trade sgreement may be avoided as a result of Soviet relusal -
nomit inspection of the steel for the program. (Item No. 1, A)

4

flo weakening of its port closure policy should be inferrsd fivom the
Yationalist decisior to allow the US cargo ship SIR JOHN FRANKLIV %o de-
part from Shenghai. The Chinese Minister of Foreign Alfelrs has Luformed
the US Charpe d'Affaires at Hong Xong that special pemission was glven ’
only at the reduest of the U8 Govermment and rhould nobt Ls considerod
ns estebiishing™s precedent. {Item No, 2, B}

HGocent efforte of the Chinese Communists to scguire rails abroad
indicate that they wish to commencs the rehabilitation of thsir reilwey
svstem immedistely, . .regardless of the drein on their limived foreign
zichange rescurces. (Item Mo, 3, B)

A wowr railroad link connacting the province of Assam with the pord
of Caleutta by & route entirely within Indian lterritory has been sam-
pleted some thres months ahesd of schedule. This development hes re-
sulted from the partitioning of Bengal which placed a large portien of
the former Senpal Lssam reilwey in Hest Paliistan. {{tem, Vo, 4, C)

Bestitution of forelgn rol]ing shock still hﬁlm in M@&Lmrn Gfxmﬂny
may soon be carried out. Recent cowsideration of ths problem By #
French and US oceupabional auvbhorities has revealed general agrurmw
the impreved operationel efficiency of the German rellwey system,as
denced by the recont hendling of the hervest traffic and geperal red
of the turn-srouvnd time for freigut carsg,now meke restibutlon poss
without endengering bthe German economy. {item Ho. &, B)
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The Assistant Military Atteche of bLhs Soviet Fmbassy in Ottes -
-# apparently showing sn active intersst in current btramsporbation Je-
velopments in Canada®s western provinces. {item Wo. 6, C)

Pregent indications are that Western Germeny wey be included in the
Internationel Customs Conveantion on Touring Comwerical Road Vehicles sud
Internationsl Tranasport of Goods by Boed, signed in Genewa on 16 .Jjune
1949 by warious Furopean FCE representetizes snd now awaiting ratifice-
tion by their raspective governmenta. {Ttem ¥o, 7, B}

In the event that Czechoslovekie scquires Four-ehgine sir Srsmsports.
their operstion on scheduled servicos to the Hear Exst can be prohibited
anly if' a common policy is meintained Ly the Mediterranemn countries over
wilch such flights would take place., Defaction by suy one of theso
sountries would provide an opening of which Czechoslovekin would guicskly
Lake advaniago, {Itew o, 8. A)
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AECTION T1. CURRENT DEVELOPMENTS

SURFACE TRANSPORPATION

.....

The Danish commitment to build tankers for the USSR under the terma
of 8 1948 trade sgresment may be nvoided Ak & reeuii of Soviet refussld to
permit inspection of the steel for the progrem, The apreement csllsed for
Lhy USSR %o supply ship plates for three tankere, anong other veszels,

The Soviet Union, however, has refused to allew entry %o e Denish shipe
uilider, who c onbracted to build one of those tavkers and five other
we3sels, and wished to inspost the steel prior to its delivery to the
shipysrde in Denwmark, {Thisg may have been an attemps Lo force the Danes
%o supply steel, now in bipght Supply in the USSK.) Following this refusal,
the shipbuilder underteok to supply the required stoel from other sources.

The Department of State has instructed US Ewbassy, Gopenhagen, %o
solieit Dermerk's agreement to refrain fronm building temkers, which the
US hes classified 1«4 on its list of pressribed export items for either
soviet or Batellite purchasers. With raspect Yo the USSR, the inspoction
difficulties provide a possible basis for Danish action to nullify its

kenker commitment. The Department has suggested thet the US would have

iittle objsetion to s compensatory ineresse in dry cargo ship construction
for the USSR, although other compensating sxports would be sven mere
preferable. A Danish commitment te the US along the foregoing lines may
also balk Poland's present efforts during trade talks with Denmerk 4o cone
tract for the oconstruction of four large, ocean-going tankers, This would
be particulariy adventageous, in view of the denger thet Poland might
transfer such vessels to the USSE. This rogaibllity is suggested by the
rocent aale of Foligh passenger vessels to the USSR {see Q/Tv Waulkly No.
89}).

Although e substantisl cargo ship vrogrem would obviously insrease
the ocean-going trensport potential of the USSR, suoh tomnage would be of
mach less value to the Soviet Union than would even s few fast modern
Gankers, The USSRYs repeated efforts Lo acquire benksrs from other
European shipyards suggest tiat tapker Gonne@s constitutes the mejcr shopbe
oze in the Swwrict ooean~going fieet, {4t pressnt the USSRH's cesan- going
tanker tormage raoks fourteenth 1o world Louker flects, totaling ondy
127,000 gross tons w3 of 30 June 1948, ) Horeover, the recent Soviat
chartering of US and other Foreign-Clag tankers to apply its petreleum
neads in the Par Bast indicatgs current insbility to meod ibs petroloum

transport needs (gee Q/Tr'ﬁa@kly Ho, 93}, 1If the USSE were to acsuire four
vessals equivelent to the US T-2, the itenker fieet would be lncressed by
onily 40,000 gross tons, but the Trens-3ibsrian railroad would be reliaved

of sope of the strain wndesr which it now operates., {Sscret)
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Ho wewkening, of its porb closure policy should be inferred fro.. the
intionniist decision Go Bllow the US cargoe ship SLR JUUN FRAFKLIN to de-
garé from Shanghei. The Chinese Hinister of Korelgn Affaire nas informed
the US Charge d'Affaires at Hong Kong tha® special permission was given
anly at the request of the US Government snd should not be considersd as
sabablishing & precedent., Tthe Minister, furthermore, roguests the Zwbassy
W take steps to warn the vessel's operstor, Isbrandtsen, agpinst repetition
u® past atiempts to violatm the closure order by sending ships inbo
Thanghai,

Hesnwhile, both the Far Bastern representative of Isbrandtsen and the
iine's Shanghsi apent now believe that it would be unwise to atbempt
surther entries into Shanghai under present conditioms. The baais for
thoir atbitude iz nob known, but it is uvnusual in tiet it apparently come
flicts with thet of the US home office. In all probakilily the represep-

| tatives reelize thet, despilte U5 protbests, the HNebionslists may gtand Cirm
on btheir closure policy in the future, snd thet movessnite inbe Shanghbai
| ®ill beccems inereasinply dangerous. {(Confidential)

3 3o Recent efforts of the Chinese Communists to scquire ralls abroad
indicate That they Wish Lo commence Lhe rehablilitabion of their reilwey
system immediately, regardless of the drain on thelr Limited forelgn
exchenge regources. .

An attempt to resolve the railwey preblem with doemestic rescurces hes
resul ted in the restoration of most lines, although many of these are
capable of handling only light traffic, Ir this restoration, the 2o
nists have bean forced to utilize rails taken from sidings snd yards,
from the secaond tracsk of doubls tracked lires, and fron sn abandoped
Japanese military railroad between Peien snd Heiho in nerth Banchizrie.
Although en order was placed with the Northwest Iron and fteel Company
at Paiyuan for "lerge quantities™ of rails apnd other track materisls,
the capabilities of this plant are reletively limited. The stoel plants
in Manchurie, moreover, have been dismantled.

i it is not positively contirmed that the Communizt-controlled raile

i roads of China have received mny rail wmeterisl Crom shroad. deports te

% the effect that aboul 300 miles of rail heve teon delivered [rom ths USSH

' to Menchuria may refer to nothing more bthen the rsaliccation to, Lhese

lines of rails which wers romoved from them alter the Jepaness collapse.

: In muy case, the Chinese Gommuniste are kucwn Lo bave negotisted for
large quantities of rails from Yoth Germany snd Jdapes, o Weat German
companies have been approsched by a Londer flrm to supply 76,000 tons of
85-pound rails for the Chinese Communists. Tha orders have been held up.
howaver, at the request of the US Stete Department. A Tokyo metal Mirm
has alsobeen asked to supply 65,000 toms of rails and 10,000 tons of rall
laying materials to the sams customer. This order, however, has likewlse
encountered delays im ohteining SCAX approval. {(Confidential)
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A newr railroad link connecting the province of Asswu with the port
" Cricutta Dy a route entirely within Indian territory has heen QOr=
tetod some throe montns ahesd of schedule- The new iine is about 14
siles long and connects Fekiragram on the existing Azsom vailway 11LB
with the Alipore depot, south of Celcutta. The new'brack runs throvgh
Wizat Fengel, Bihar and Cooch Behar in order to aveid entoring Bast
fakistan berriteryv. This development has rvesulted from the par Vitiening
af Berigal which plased a large portion of the former berigsl Assam reile
way ip Fest Pakistan.

Since parbition fw August 1947, 1% hes bess necessary to move goods

sad vabsenqsra irom India's frontier proviace of Assem to the resi of
sdian territory by moans of the Fast Bemgal R&misay of Pakistan, YThis

i1roed has bovn the prinsipal route for delivering cargses of jube and
ten from Assam to Caleubta end from there to the merkets of the world,
e existence of so large a portion of the railreed’s track within
Fakizbae heag given Fakistan autnnrltﬁss a degres of control over the
wovement of tea shipments cosnsidered undesirable by the ladian tea
industry.

e

Tha deairability snd necessity of comsiructing en all-indian reil

oute wes immediately apparent bto the Juvernment of India and it8 Heile
way Fosrd, which late im 1947 authorized the copstruction of the Aszam
Bail Link Project. chord1n9 to press dispatches, goods traffic wag To
comacnce over the entire distance of the new line on § Lecember with
Tormal mp&ving of the line for both pesssenger snd goods trallie to &¢;u
place on 26 Jenuary 1950, when the country cslsbrates tha insugurstion of
the Indien Republie, { Restricted)

Festitution of foreipgn rolling stock atill held !
may scon be esrcied out, Recent consxderuh:wn of t
Fromeh and US cooupabional authoribtiss hes revesled geuar&l agr@uw‘
ihat the improved operational efficiency of The German railwey sysiten
as evidenced by the resent handling of the harvest trefiic end goeneral
reduetion of the turp-around sime for freight cers,now nelke rostl
possible without sndangering the Germen 2CONOMY«

Subiest to explicit reservations in favor of foreign countries which
may be entitled to reparabion or compensalion threvugh a future Gernen
pence breaty, the occupational sutherities are siudying the feasibilidy
of nepotiating and implementing join®tly such egreements beitweon Western
Germeny and other counbries whose rolling steck is still im Weaters
Germany, or sountries which are holding Relchavehn equipment. The coo
pabionel suthorities will probably insist what sgreements meking inal
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digposition withovt compenssbion, must dispose of all of the rolling
sbock in Wesbtern sermeny belonging to amy given country in such 2 way
that there will te no unliquidated olaims ol this type ageinst Germsny.

The agreepmts would probably carry varying conditions with
respect to the different cabtegories of eguipment. F¥reight cars owned
hy railways, ‘hether serviceable or unserviceable, and pessenger cguipe-
ment. luspgass vens and locomotives in serviceable condition will ;robm
sbly be ex-hwnged on & one-for-one, all-for.ali, cr equal value from
each side. Unserviceable rolling stock in the latier three categories
and privatzly-osned rolling stock and equipment not otherwine coversd
will probe2ly be returned without compensation.

+ ey

elly procsed along these linee should result in substantial reduction and
possible tobal eliminebion of foreign rolling sbtock still held in Gormeny
during 1‘50. {Confidsential)

Fhe Assistent %111Lﬁxy Attache of the Soviet Enbassy in Ottawa ia
epperent y showing an 8ctive interest in curcent transportation devalope
ments in Cenads’s western provinces. These projects are designsd to
provide -ail connections and improve hishway links betwesn the US and
Alnska (iea D/Tr Waakly Ho. 89). Ac coriin& to the publisher of the :

Alagka lighway Wews"at Fort St. John, the Soviet Attache not only 1s a

subscrilier %c this weekly newspsper, but is jethering newspapers from
other northern pointes in the Highway ares. {Restricted)

Yrogent indications srs that Wesdern Germany way be included in the
internallonsi Gustoms Gonvention on Touring, Commercisl Rosd Venicles
and International Transport of Goods by Road, signed in Gensva on 18
June 1943, by various Buropsan EGE representotives aad now ewalbing
ratificstion by itheir respective @ove~nnants

The US deleration in Gonews, although not representing a coatracting
government, favors the inclusion of Western Germany and indicatea that
the Germem CGoveriment, having instituted chauges in officisl regulations
in order %o confurm Yo the convention’s provisions, also desires to be-
come & party to she agreement.

Article VI of the Convention provides for sigpature or accession
only by those go;arnmantq "invited to taks part in preparation of draft
conventions® . thus exeliudes Western Germany. Howsver. Article II 2,
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roviding specifically for oeccupied arean, states that a “coniract.
sovernuent ray at smy time, by notificeiion te UN SYG, declsrs bhat tle
sresent agreement shall extand to any of the other territoriss for whish
it has interpational respopsibility.”®

The KOS Seeorstariabt has steted that, so far as the UH is concerned,
inclusion of Westara Germeny can be sccomplishsd lepally by notiftdication
to the UR bw the French or British Govermments that the egreement
axtends Lo Wagtorn Germsny.  The British ere now considering conwsultas
tion with the Allied Commission, Germnasay, with & wiew Yo reporting %o the
TH an agrospent smong the threoe occupying powers bo this effset.

-

CIVIL AVIATION

o e A T T

in the svent that Czechoslovekis ascquires {our-sngine air Lewnsperis,
their opsrabion on schedvisd services 6o Lhe Hear Bess oan nlbed
aaly if 8 comuon policy is maintained by the Medibterranesn 3oorer
which mich flights would teke place.  Defecticon by euy onse of
sountries would provide an opsning of which Crechoslovekis would quickly
take advantnge.

Humerous reports emanabing fron the Greek Eabagsy at Prague have
soncernad tho efforts of Csechosloval Airlines {CSA) %o cbbain moduarn TS
gir Gransporits, These reports have been sccepted with some ;
U8 officials, because it wes fell that th@y'hava Leen paﬂ 1y 1n5ﬂ,
the Charge's des
Crzechoslovakia.
now acems to besar ont thess worsing
parsd %o sell the {jzechoslovaks lenﬁmrang& air equipment, In consersa-
tion with UGenaral Stavovaky. (hizf of the © hoglovak Ministry of Trans.
port's Avistien Division, _13@“ ned thet the
Gereral "confidently” szpecis to purchsse four TS four-engine Transocrhbs
in Switzerland.

Goncern of the Gresk Charge st Prapgue over his country’s posi
¥is~n~via (zechosiovakie, &3 a result of CGroclk deniel of iy )
at Athens for Ogechoslowek Airlines {GSA), tag cauzed hinm tm r@por* all
FUGOTS affecting dowvelepments which might permit mndifisetion of {rask

t vilons to deny repestod Gzechoslovak overbures on this scere.
Belisving thet his govermment has borns the prinecipel burden of imple-
monting US~UK Satallite sviaticonm policy din the Maditorranesn %o ths
detrinent of its trade velations with Czechoslavskie, the Charpge apparently
i3 svtempiing bo show that this priwme responsibiility should now bo shifted
to Italy becttige, with new lengevenge airersft, OS54 could by-pass Athena
from Bome en roube to the Baat.
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Zhe ability of CSA Yo fly non-stop from Romae to Lydda would not of
itself insure the grauting by Italy of the necassery tremsit right
the Hear Bast., L34, in fact, hes been denied the right Lo transit I[ialy
on the ground thait the airline has no specified Lerminal point beyond
Italy to justify such operations. (4 refusal of trensit rights over
Turkey by CSA was based on similar grounds.} RBven if (SA could obtain
these terminal rights for scheduled services, Italy, although & membssy
#ith Czechoslovakia of the Intermational Civil Aviation Orpanization and
thus bound by the articles of the Chicage Conwenition, has not adhered
to the International Air Transit Agreement ss have (rechoslovekia and
Greeca, snd therefore is not obligated to grant overilight privileges %o
Toreign airlines.

‘During recent perscnal visits to Greece, Isrsel and Italy, Genwral
Stanovsky attempted in esch counbry to bresk down resistence to CSA's
Mediterranean operations, but without success. Although Israel has not
been asked to collaborate in implementing the US-UK Sabtellite aviation
policy, 1t has in effect done so by indicating that it is not ready o
discuss civil air matiers with Czechoslovekia until after an Israeli-US3
alr agreoment hes been concluded, negobiatisng for which mve gt yoth
commenced. '

GSA has one remaining avenus of approach o the Bastern Medibsrransan
through Belgrade. The present political tension betwoeon Czechoslovakia

and Yugoslavia, however, would sppear to preclude any srrangement of this
nature. (Bacret)

CONFIDENTIAL

Approved For Release 2000/08/29 : CIA-RDP79-01090A000300060028-3



